ASPIRE 

Amathole beyond limits 

“ANNEXURE U” 


Date: May 2020 
Meeting: Board of Directors 

Submission to the Finance Committee of the Final MTREF Budget for 2020/21- 
2022/23 and Final 3-year Business Plan 

1. PURPOSE 

To submit to the Finance Committee the MTREF Final Budget for 2020/21 - 2022/23 and 
Final 3-year Business Plan to the Board for approval. 

2. AUTHORITY 

Board of Directors 

3. LEGAL/STATUTORY REQUIREMENTS 

MFMA 

4. BACKGROUND/REASONING 

In line with the requirements of the municipal finance management act (MFAAA), Section 
87(1) The board of directors of a municipal entity must for each financial year submit a 
proposed budget for the entity to its parent municipality not later than 150 days before 
the start of the entity’s financial year. 

87(2) The parent municipality must consider the proposed budget of the entity and 
assess the entity’s priorities and objectives. If the parent municipality makes any 
recommendations on the proposed budget, the board of directors of the entity must 
consider those recommendations and, if necessary, submit a revised budget to the 
parent municipality not later than 100 days before the start of the financial year. 

87(5) The budget of the municipal entity must: - 

a) Be balanced 

b) Be consistent with any service delivery agreements or other agreement between 
the entity and the entity’s parent municipality 
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c) Be within any limits determined by the entity’s parent municipality, including 
any limits or tariffs, revenue, expenditure and borrowing 

d) Include a multi-year business plan for the entity. 


Attached herewith is the final budget for the 2020/21 - 2022/23 MTREF period and 
includes a summary of the revenue and expenditure as follows: 


AMATHOLE ECONOMIC DEVELOPMENT AGENCY SOC LTD (ASPIRE) 

DRAFT BUDGET BUDGET : 2020/21 - 2022/23 MTREF PERIOD 


DESCRIPTION 

ADJUSTED 

BUDGET 2019/20 

BUDGET 

2020/21 

BUDGET 

2021/22 

BUDGET 

2022/23 

INCOME 





ADM Fundlng 

16,331,141 

15,000,000 

10,000,000 

10,000,000 

Operatlng Reserves - mSCOA 

- 

5,000,000'' 


- 

Operatlng Reserves - Operatlons 

- 

1,239,677 

5,050,387 

5,076,926 

ADM FUNDING:MSCOA SUPPORT 

4,026,548 

- 

- 

- 

Fundlng - other projects 

- 

950,000 

900,000 

900,000 

Servlces In Klnd 

1,316,302'' 

1,519,454 

1,054,000 

1,038,821 

- Interest Recelved 

428,208'" 

250,000 

300,000 

316,201 

TOTAL INCOME 

22,102,699 

23,959,131 

17,304,387 

17,331,948 

EXPENDITURE 





GOVERNANCE/LEGAL/COMPLIANCE 

2,023,750 

2,440,000 

2,419,560 

2,441,757 






CEO & STRATEGIC SERVICES 

1,325,000 

1,380,000 

940,100 

905,000 






OPERATIONS DEPARTMENT 

1,074,450 

1,100,000 

1,050,000 

1,050,000 






CORPORATE SERVICES 

11,857,401 

12,539,131 

11,406,357 

11,419,908 






FINANCE AND SCM 

3,134,582 

3,800,000 

1,488,370 

1,515,282 






TOTAL OPERATING EXPENDITURE 

19,415,183 

21,259,131 

17,304,387 

17,331,948 






CAPITAL EXPENDITURE 

2,687,516 

2,700,000 

- 

- 






TOTAL EXPENDITURE 

22,102,699 

23,959,131 

17,304,387 

17,331,948 


REVENUE AND EXPENDITURE SUMAAARY 


The table above depicts total budgeted income and expenditure per vote over the 
MTREF period. For the 2020/21 financial year, R23,9 million has been budgeted, the 
associated budget for the outer years decreases to R17,3 million and R17,3 million 
respectively over the MTREF. A reduction in the Parent Municipality’s allocation has 
prompted a re-prioritisation of the unspent funds allocated during the 2019/20 financial 
year. 



















































• ADM anticipated funding (R15 million) - This relates to funding required to 
finance the on-going operations of ASPIRE. 

• It must be noted that no allocation has will be received from the parent for the 
funding of the procurement of an mSCOA compliant financial management 
system. 

• The funds for the mSCOA compliant financial management system will be sourced 
from ASPIRE operating surplus from the 2019/20 financial year {R4,9 million) 
which came about as a result of underspending due to the COVID-19 National 
Lockdown, while an amount of R100 thousand has been set aside for the 
procurement of a Project Management Software. The overall figure for mSCOA 
entails budget required to procure an mSCOA compliant financial management 
system, training and a suitable server to house all the applications. 

• Funding Technical Assistance - The funding for Film Development has been rolled 
forward to the 2020/21 financial year to due to the uncertainty of the 
commencement of normal business operations due to the COVID-19 epidemic. 

• Services in Kind - This figure relates to received from ADM for the services 
provided by the Internal Audit unit, the services of the Audit and Risk Committee 
as well as six months for the services of the Acting Chief Operations Officer. 

• Interest Received - Relates to interest income generated from funds transferred 
to the Std Bank Call Account. 


Departmental summaries of expenditure are as follows: 


Governance/ Legal Compliance 

AMATHOLE ECONOMIC DEVELOPMENT AGENCY SOC LTD (ASPIRE) 

DRAFT BUDGET BUDGET : 2020/21 - 2022/23 MTREF PERIOD 



ADJUSTED 

BUDGET 

BUDGET 

BUDGET 

DESCRIPTION 

BUDGET 2019/20 

2020/21 

2021/22 

2022/23 

EXPENDITURE 





GOVERNANCE/LEGAL/COMPLIANCE 

2,023,750 

2,440,000 

2,419,560 

2,441,757 

- Board Expenses 

1,000,000 

1,000,000 

1,000,000 

1,000,000 

- Legal Fees 

128,750’' 

150,000 

150,000 

150,000 

- Secretarial Support 

100,000 '' 

500,000 

500,000 

500,000 

- Audit Committee Fees (Services in Kind) 

350,000’' 

350,000 

368,900 

388,821 

- Travel and Accomodation 

250,000 

250,000 

250,000 

250,000 

- Refreshments/Catering - Board Activities 

20,000 

10,000 

10,540 

11,109 

- Board Events/Training 

150,000 

150,000 

108,500 

108,500 

- Subscriptions - Board of Directors (lODSA) ^ 

25,000 

30,000 

31,620 

33,327 






















• Provision has been made in anticipation of costs for both the board and committee 
sittings. The expenditure allocations for the 2020/21 and the outer year allocations 
are reflected in the table above. 

• Board travel and accommodation has been budgeted at R250 thousand to cater for 
Board engagements and relate to both domestic and international travel 
engagements. 

• Legal Fees form part of the Memorandum of Understanding betv/een ASPIRE and 
ADM. An amount of R150 thousand has been allocated for a portion of legal costs 
that may be incurred. 

• The Audit and Risk Committee fees are a Service in Kind from the parent 
municipality. 

• Board events and training entails funding related to the annual strategy planning 
session as well as other Board related training costs. 

• Subscriptions fees for Directors’ Membership to the Institute of Directors has been 
budgeted for the 2020/2021 financial year. 


CEO St Strategic Management 


DESCRIPTION 

ADJUSTED 

BUDGET 2019/20 

BUDGET 

2020/21 

BUDGET 

2021/22 

BUDGET 

2022/23 

EXPENDITURE 





CEO & STRATEGIC SERVICES 

1,325,000 

1,380,000 

940,100 

905,000 

- Internatlonal Travel 

95,000 

125,000 

150,000 

150,000 

- Turnaround Actlon Plan 

450,000 

500,000 

- 

- 

- Domestlc Travelllng and Accommodatlon 

125,000 

100,000 

100,000 

100,000 

- Refreshments / Caterlng 

5,000 

5,000 

5,000 

5,000 

- Internal Audlt Fees (Servlces In Klnd) 

650,000 

650,000 

685,100 

650,000 

- Entertalnment 

- 

- 

- 

- 


• The traveling costs for the CEO have been budgeted for both international and 
domestic travel to cater for accelerated funds moblisation in line with ASPIRE 
strategy. 


• The Turnaround Action Plan entails costs related to the implementation of the 
adopted ASPIRE Strategy. 

• Internal Audit Fees are a service-in-kind provided by the parent municipality. 

















Operations Department 


DESCRIPTION 

ADJUSTED 

BUDGET 2019/20 

BUDGET 

2020/21 

BUDGET 

2021/22 

BUDGET 

2022/23 

OPERATIONS DEPARTMENT 

1,074,450 

1,100,000 

1,050,000 

1,050,000 

- Dlrect Programs (Projects) 

950 , 000 '' 

950 , 000 '' 

900,000 

900,000 

- Travelllng and Accommodatlon 

124,450 

150,000 

150,000 

150,000 


Funding for project related operations entail an allocation for the Film Development 
initiative that ASPIRE is engaged in currently in collaboration v/ith ECDC, ADM and 
Ngqushwa Local Municipality as well a project management related travel. 


Corporate Services 



ADJUSTED 

BUDGET 

BUDGET 

BUDGET 

DESCRIPTION 

BUDGET 2019/20 

2020/21 

2021/22 

2022/23 

CORPORATE SERVICES 

11,857,401 

12,539,131 

11,406,357 

11,419,908 

- Stafflng (Cost to Company) 

9,281,283'' 

10,191,777 

10,191,777 

10,191,777 

- Stafflng (Servlces In klnd) 


519 , 454 '' 



- Recrullment 

50,000 

50,000 

50,000 

50,000 

- Staff Development and Tralnlng 

250,000 

250,000 

100,000 

100,000 

- Staff Wellness 

25,000 

25,000 

25,000 

25,000 

- Rental/Rates - Offlces 

393,960'' 


- 

- 

- Rental - Plants, Water, Hyglene Tools 

8,000 

8,000 

8,000 

8,000 

- Photocopler Rental 

44,000 

48,400 

53,240 

54,839 

- Rental of Equlpment (alarm) 

2,750 

- 

- 

- 

- Electrlclty & Water 

93 , 000 '' 


- 

- 

- Securlty 

19,208 

- 

- 

- 

- Stores and Materlals - Cleanlng 

50,000 

25,000 

25,000 

25,000 

- Prlntlng, Statlonery and Consumables 

95,000 

100,000 

100,000 

100,000 

- Brand Promotlon & Advertlslng 

200 , 000 '' 

200,000 

100,000 

100,000 

- Annual Report 

50,000 

50,000 

60,000 

60,000 

- IT Governance and Support 

157,800 

200,000 

150,000 

150,000 

- Malntenance- Computers 

15,000 

10,000 

10,000 

10,000 

- Telephone 

250,000 

250,000 

250,000 

250,000 

- Postage/Courler 

2,000 

1,500 

2,000 

2,000 

- Repalrs and Malntenance - Offlce & Furnlture 

100,000 

50,000 

10,000 

10,000 

- Insurance ^ 

210,400 

210,000 

221,340 

233,292 

- Relocatlon Costs 

100,000 

- 

- 

- 

- Travelllng and Accommodatlon 

50,000 

50,000 

50,000 

50,000 

- Leasehold Improvement Costs 

410,000 

300,000 

- 

- 


Personnel costs 

The recruitment of the following vacant positions has been prioritised: 









































• Chief Financial Officer budget set aside for 9 months while; 

• Chief Operations Officer budgeted for 6 months. 

• Services in Kind - the figure includes the services in kind for the Acting Chief 
Financial Officer for 3 months as well as 6 months for the services of the Acting 
Chief Operations Officer 

Recruitment 

An amount has been set aside for the recruitment costs for the vacant positions. 

Staff Development and Training 

The training programs that were budgeted for the 2019/20 financial year have been 
deferred to the 2020/21 financial year due to the COVID-19 National Lockdown. 

Rental - Offices and Related Expenditure 

No provision has been made towards rental of offices, electricity and water as well as 
hygiene tools as ASPIRE has moved to the ADM Chiselhurst offices at the end of January 
2019. 

Photocopier Rental 

An amount has been budgeted for Photocopier Rental services 

Annual Report 

As ASPIRE intends to intensively mobilise various stakeholders for funding, the current 
annual report format will require to be updated to make it more attractive to potential 
funders. 

Brand Promotion and Advertising 

Funding for initiatives to improve the ASPIRE brand and to attract investors has been 
considered for the 2020/2021 financial year and the outer years. 

Leasehold Improvement Costs 

The costs for improving the office space which entails partitioning or possible expansion 
of the existing space provided by ADM as well as the cost for electric cabling for better 
connectivity has been provided for. 









Finance and SCM 


DESCRIPTION 

ADJUSTED 

BUDGET 2019/20 

BUDGET 

2020/21 

BUDGET 

2021/22 

BUDGET 

2022/23 

EXPENDITURE 





FINANCE AND SCM 

3,134,582 

3,800,000 

1,488,370 

1,515,282 

- Audlt Fees 

700,000 

800,000 

800,000 

800,000 

- Accountlng Fees 

30,000'' 

5,000 

5,270 

5,555 

- CaseWare Annual Llcence Fee 

65,550 

70,000 

70,000 

70,000 

- Bank Charges 

30,000 

30,000 

35,000 

36,890 

- Depreclatlon & Impalrment 

150,000 

150,000 

158,100 

166,637 

- Travelllng and Accommodatlon 

50,000 

75,000 

70,000 

70,000 

- MSCOA Implementatlon 

1,339,032 

2,300,000 

- 

- 

- Advertlslng 

70,000 

70,000 

50,000 

50,000 

- Sundry Credltors 

700,000 

300,000 

300,000 

316,200 


In line with the requirements of MFMA Budget Circular 94 of March 2019, all other 
general expenditure includes a growth rate of not more than 5 %. 

• Audit fees - These fees are for annual audit performed by the Auditor General. 

• mSCOA Implementation - The mSCOA roll-out project was planned to be 
implemented during the 2017/18 financial year and from the 2018/19 financial 
year, only costs associated with licensing of software would have been budgeted 
for, however due to delays emanating from engagements with Treasury, the roll 
out has not commenced. An inclusive amount of R4,9 million has been budgeted 
for the roll-out of mSCOA, this includes the cost for implementation, training as 
well as maintenance and service fees for a financial management system. 

• Depreciation - With the anticipated acquisition of computer hardware and 
software, the depreciation provision will significantly increase over the MTREF. 

• Sundry Creditors - A provision has been made over the MTREF for any invoices 
from service providers that will be received subsequent from year end. 


Capital Expenditure 


DESCRIPTION 

ADJUSTED 

BUDGET 2019/20 

BUDGET 

2020/21 

BUDGET 

2021/22 

BUDGET 

2022/23 

EXPENDITURE 





CAPITAL EXPENDITURE 

2,687,516 

2,700,000 

- 

- 

- Computer Equlpment (New) 

1 ,000,000 

1 ,000,000 

- 

- 

- Computer Software (New) 

1,687,516 

1,700,000 

































• Computer Equipment and Computer Software - Provision has been made for the 
procurement of mSCOA related computer software and hardware as well as the 
procurement of a Project Management Software. 

5. STAFF IMPLICATIONS 

None 

6. FINANCIAL IMPLICATIONS 

MTREF Budget 2020/2021 - 2022/2023 

7. OTHER PARTIES CONSULTED 
Executive Management 

8. ATTACHMENTS 

MTREF Budget 2020/2021 - 2022/2023 

9. RECOMMENDATION 

It is recommended that the Board of Directors approves the Final MTREF Budget for 
2020/2021 - 2022/2023 and the Final 3-year Business Plan. 







